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GERMAN CONSULATE-AMERICA HOUSE PROGRAM 
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TUESDAY, JUNE 2, 1953 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Wash ington, oC. 

The subcommittee met, pursuant to call, at 10:36 a. m., in the 
caucus room, Old House Office Building, Hon. Charles P. Brownson 
(chairman of the subcommittee) presiding. 

Present: Representatives Charles B. Brownson, George Meader, 
Katharine St. George, and Thomas J. Dodd. 

Also present: Representative Richard H. Poff; Maurice J. Moun- 
tain, staff director; Edward C. Kennelly, counsel; and Athena 
Gianakos, clerk. 

Mr. Brownson. The meeting of the International Operations Sub- 
committee of the Committee on Government Operations of the House 
of Representatives will please come to order. 

The clerk will call the roll. 

Miss GIANAKos. Congressman Brownson. 

Mr. Brownson. Here. 

Miss Granakos. Congressman Meader. 

Mr. Meaper. Here. 

Miss GiANAKos. Congressman Judd. 

Mr. Brownson. Absent. 

Miss G1anakos. Congresswoman St. George. 

Mrs. St. GeorGe. Here. 

Miss GIaNnAkos. Congressman Lantaff. 

Mr. Brownson. Absent. 

Miss G1iANnAkKos. Congressman Holtzman. 

Mr. Brownson. Absent. 

Miss G1ianakos. Congressman Dodd. 

Mr. Dopp. Here. 

Mr. Brownson. I would like to have the record also show that 
Congressman Poff of the Miller special subcommittee attended this 
meeting in response to the invitation extended to all the members of 
that subcommittee. 

The International Operations Subcommittee of the Government 
Operations Committee has had a continuing interest in the efficiency 
and economy with which the various buildings programs of the 
Government have been and are being carried out abroad. A few 
weeks ago the details of the Bonn-Bad Godesberg housing project in 
Germany were reviewed by this subcommittee. This morning we 
are meeting to consider the revisions recently made in the German 
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consulate-America house program subsequent to hearings held before 
a special subcommittee of the Government Operations Committee. 
We have asked those members of that special subcommittee to sit 
with us this morning 

The original German consulate-America house program called for 
an expenditure of $19 million. After the hearings of the special 
subcommittee a review undertaken by the Department of State 
resulted in a reduction of nearly $2% million in the budget estimate. 
A further revision undertaken by the Department of State resulted in 
reducing the estimate by another $3 million. Thus, out of an initial 
program ealline for $19 million, the Department of State and the 
Bureau of the Budget have jointly worked out a plan by which reduc- 
tions totaling over $11 million have been made. 

It is the purpose of this subcommittee to review the final form of 
this program and, following the close of the hearing, to meet in 
executive session to determine the extent to which action can be 
taken on the request of the Department of State that the subcommittee 
record its concurrence in the importance of proceeding with this 
program under its presently modified scope and cost. 

We have as witnesses this morning, from the Department of State, 
Mr. Edward B. Wilber, budget officer of the Department of State; 
Mr. Leland W. King, Director of Foreign Buildings Operations, 
Department of State; Mr. Edward J. Kerrigan, Deputy Director, 
Foreign Buildings Operations; and Mr. Frank Hefner, Executive 
Director, Bureau of German Affairs, Department of State. 

Will all the witnesses please stand and be sworn? 

Do you solemnly swear that the testimony you will present at this 
hearing will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Wixser. | do 

Mr. Kina. I do. 

Mr. Kerrican. I do. 

Mr. Herner. | do. 

Mr. Brownson. Our first witness this morning will be Mr. Edward 
B. Wilber, budget officer of the Department of State. 

Any time you desire to utilize the services of your colleagues, Mr. 
Wilber, you may consult with them, or direct that they answer any 
particular question. 


Mr. Wizser. Thank you. 


TESTIMONY OF EDWARD B. WILBER, BUDGET OFFICER, DEPART- 
MENT OF STATE 


Mr. Wixper. First, | would like to express the appreciation of the 
Department for the fine interest that your committee has shown in 
this project. We feel very definitely it is as a result of your interest 
and our endeavors for economy and prudent programs that these 
modifications in this project have been possible. 

Mr. Brownson. Of course we, in turn, are very appreciative of 
the attitude on the part of the Department of State and the coopera- 
tion that has been evidenced which makes it possible for the execu- 
tive and legislative branches to work together in this type of economy 
program. 
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Mr. Wixser. Mr. Chairman, perhaps it would be helpful if I were 
to summarize for you a bit of the history and background of this 
project and the purposes and objectives for which it was designed. 

It was first conceived by the High Commissioner for Germany early 
in 1951 when it became apparent that the Department’s policy was 
to arrive at some contractual arrangements with the Republic of 
Germany, and therefore the Department would be faced with the 
need for establishing normal consular and diplomatic relations and 
of necessity would require consular locations and residential quarters 
for its staff. At that time the preliminary estimate of costs was $19 
million. These estimates were never presented in detail to the 
Appropriations Committees for the reason that all expenditures of 
counterpart and foreign credit funds made available to the Depart- 
ment for the occupation of Germany, were not required, under the 
language, to be presented in the normal budgetary fashion in complete 
detail. 

As a result of a directive from the Director of the Bureau of the 
Budget, Mr. Dodge, dated February 3 of this year, the Department 
undertook to again revise its total construction program. It was 
about that time, as you know, that the special subcommittee under 
Congressman Miller undertook a series of hearings to review the con- 
struction phases of this particular consular-America house program. 
As a result of both interests, that is, a gove rnmentwide economy in 
construction and the specific interest of this special committee in the 
revision of this program, the Department made certain revisions 
which amounted to slightly over $2% million in its plan, both as to the 
number of units and the type of construction which it would undertake 
in this connection. 

Mr. Brownson. I have here a table which I think that you have 
prepared, entitled “Budget Revisions, Consular-America House 
Program—Germany.” 

Mr. Witber. Mr. Chairman, that was prepared in the Office of 
the Foreign Buildings Operations and this is given in complete detail. 

Mr. Brownson. I ask unanimous consent that the table “Budget 
Revisions, Consular-America House Program—Germany” dated June 
1, 1953, together with the “Consular-America House Program 
Germany, Tabulation of Number Units by Cities,” also dated June 1, 
1953, together with a chart prepared by the Subcommittee staff 
showing where the various buildings under this program were to have 
been located originally. Without objection, so ordered, be included 
in this hearing at this point in Mr. Wilber’s testimony. 

(The charts referred to are as follows:) 
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Consular-America house program—Germany—tabulation of number units, by cities 


| : j Consular office Principal officers " eA 
| Staff housing buildings venidiediogs America houses 
Cities ieee if < 

Original; Final | Original; Final | Original) Final Original) Final 
Berlin ‘ 0 | 0 0 0 2 2 l 1 
Bremen 30 17 l l l l 0 0 
Frankfurt. - 0 0 1 ] l l l l 
Munich 139 | 69 1 l l ! 1 1 
Stuttgart 34 25 l l l l l 1 
Dusseldorf 38 2) ] l l ( 0 
Bremerhaven 0 0 1 1 0 0 0 0 
Cologne . 0 0 0 0 0 0 l l 
Hamburg. ---- | 34 | 25 1 l 1 l l l 

Total_. 275 157 7 7 8 & ( 
The various buildings were to have been located as follows: 
1 Principal 
Location Staff housing . Utics officer America 
yuildin Ae houses 
at menct 

Bremen x 
Berlin “ 
Cologne % 
Frankfurt x ‘ . 
Hamburg x x x | < 
Munich x . < 
Stuttgart : K x < 
Duesseldorf x x x | 
Bremerhaven. - x te P | -. 


Mr. Wixser. I do not want to belabor the record because I know 
all these statistics have been fully presented. However, as the result 
of the report of the select subcommittee prepared, I believe, by 
Congressman Miller’s subcommittee, the Department, through my 
office, immediately arranged for the review by the bureau of the 
Budget of the total program. The hearing at the Bureau lasted over 
a period of 2 months and those hearings were exhaustive in nature. 
The Bureau of the Budget utilized the latest construction standards 
which had been promulgated by the Housing and Home Finance 
Agency, and consideration of these standards had a definite bearing 
upon their finding and allowance. 

On May 26 | dispatched a letter to the chairman of this subcom- 
mittee, outlining the results of the review by the Bureau of the 
sudget and requested that we secure, if possible, the subcommittee’s 
concurrence in the revised program. If, after proper justification, 
this committee feels that we have done an effective job m reshaping 
the total program, it would be most helpful to the Department if we 
might convey that concurrence to the proper Appropriations Com- 
mittees in the Congress. 

Mr. Brownson. | will ask unanimous consent that the letter 
from Mr. Wilber to the chairman of this subcommittee, dated May 26 
1953, be included in the record at this pomt. Without objection, so 


ordered. 
(The letter referred to is as follows: ) 
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DEPARTMENT OF STATE, 
May 26, 1958. 

My Dear Mr. Brownson: We have now received from the Bureau of the 
Budget a letter containing the Bureau’s approval of a modified German Consular- 
America House building program which, as you will recall, became the subject of 
Sureau of the Budget review as a result of hearings conducted by a special sub- 
committee of the Committee on Government Operations. A copy of the letter 
from the Bureau of the Budget is attached. 

The following tabulation indicates the original scope and cost of the building 
program, the revised estimates growing out of the Department’s review of the 
original plan, together with the numbers of buildings and dollar allowances granted 
by the Bureau of the Budget: 


Budget Bureau 








yinal nrogran % reviev , 
Original program | Agency iew allowance 
| Number eae Number Number 
of units A mount of units 4 mount of units Amount 
Office buildings 7 | $5,171,000 | 7 | $5,018, 400 | 7 $4, 000, 000 
Staff housir 275 4, 526, 000 245 7, 465, 220 | 157 3, 285, 000 
Principal officer residences 8 1, 188, 000 1, 040, 800 . 
America Houses 6 3, 115, 000 | 3, 000, 000 | 
Sites purchased and fees paid for | | 
plans on projects eliminated | 370, 000 
i | fom 
NN i iaicccieensccosueeccanen | 19, 000, 000 | 16, 524, 420 | ; 7, 655, 000 
| 


This revised estimate has been added to the regular budget estimates for the 
“government in occupied areas’”’ appropriation request for 1954 and will be con- 
sidered by the Foreign Aid Subcommittee of the House Appropriations Com- 
mittee in connection with their regular hearings which undoubtedly will be held 
sometime in June. If you feel it is appropriate, I believe it would be most helpful 
to the Department if we could convey to the Appropriations Committee the fact 
that your committee concurs in the importance of proceeding with the program in 
accordance with the modified scope and cost as allowed by the Bureau of the 
Budget after its detailed review and hearings 

If you would wish further detail on the modified program, we shall be pleased to 
discuss it with you or your subcommittee. 

Sincerely yours, 
Epwarp B. WILBER, 
Budget Officer, Department of State. 

Mr. Wiser. Might I make a correction in the letter? Inadvert- 
ently the amounts allowed by the Bureau of the Budget for office 
buildings and staff housing were reversed in the letter. So we would 
like your permission to make that correction for the record. 

Mr. Brownson. That correction will be made. 

I would like to ask unanimous consent also to include at this point, 
with the letter, the letter from the Executive Office of the President, 

sureau of the Budget, Washington 25, D. C., dated May 25, 1953, 

addressed to the Secretary of State, signed by Joseph M. Dodge, 

Director of the Bureau of the Budget. Without objection, so ordered. 
> 

(The letter referred to is as follows:) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, 2. os May 26, 1953. 
The Honorable, the Secretary of State. 

My Dear Mr. Secretary: In accordance with requests from your Department 
dated March 27 and April 14, 1953, signed by Messrs. W. K. Scott and E. B. 
Wilber, respectively, a review has been made of the German Consular-America 
house building program which you proposed to finance from foreign currencies 
available to the Department. We understand that the House Government 
Operations Committee asked that this review be undertaken. 
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After a careful analysis of the data submitted and information presented by 
Department of State representatives, it has been determined that a total program 
of not to exceed the magnitude of $7,655,000 seems justifiable. Therefore, in 
addition to the foreign credits State will use in fiscal year 1953 estimated at 
2,307,000 dollar equivalent, there is hereby approved not to exceed $5,348,000 
for 195 54, which shall be used exclusively to purchase foreign credits owed to or 
owned by the United States. This amount would be provided as an additional 
amount under the ‘Government in occupied areas’’ appropriation for transfer 
to the ‘Acquisition of buildings abroad’ appropriation. The revised total 
program consists of the following: 


Staff housing, including land ---- - 


en iE ata Sire 6 aa oe $3, 285, 000 
Consular office buildings, ine luding land 


Racnws 4, 000, 000 


Peearia Clwer PEGs. se aes eed Ah AA RR ; 0 
America Houses. -------- bciith & atitette ete ate ahd catia ete 0 
Sites purchased but not needed under revised program eet Enea 317, 000 


Fees paid to architects and engineers for Lana for projects eliminated 
fy Sear CONNGNN so oe once cease ioc cuGaseccuneooWages 53, 000 





RN wi sein connauvaireindstnmanecteteliaianeetnenen 7, 655, 000 


The revised 1954 allowance contained in my letter of April 21, 1953, for ‘“‘Gov- 
ernment in occupied areas,” is hereby increased from $39,750,000 to $45,098,000. 
The following appropriation language is to be presented to the appropriation 


committees: 
“DEPARTMENT OF STATE 
“Government in occupied areas 


“Provided further, That there may be transferred from this appropriation to the 

appropriation ‘Acquisition of buildings abroad’ not to exceed $5,848,000, which 
shall remain available until expended for purchase of foreign credits (including 
currencies) owed to or owned by the United States for acquisition of sites and purchase 
or construction of buildings necessary for consular activities in Germany, including 
design and technical services and procurement of furniture and equipment for such 
buildings, at a total cost (including all amounts obligated for such purposes in fiscal 
years 1952 and 1953) not in excess of $7,655,000.” 
This will enable the Congress to consider both prior and future obligations on 
the basis of an entire program of $7,655,000 and will also provide an opportunity 
for resolving any question as to the legality of obligations and expenditures 
incurred in fiscal year 1953. 

You will recall that the House Government Operations Committee directed, with 
respect to the so-called prisoner-of-war funds, that the Army “carefully review 
the studies made by the Department of State to determine if a surplus actually 
exists, and if it is the opinion of the Army that no such surplus actually exists 
or that the State Department plans to spend more than any real surplus, the fact 
should be promptly presented to the Congress.’’ Members of your staff agreed 
to contact the Army concerning this matter, and it is presumed that you will 
advise the House Government Operations Committee concerning this matter and 
concerning the results of this review. 

My staff will communicate to your budget officer details and conditions re- 
lating to these estimates. You are authorized to present the estimates in the 
revised amounts to the Appropriations Committees of the Congress. 

Any funds appropriated for this program will be carefully controlled and will, 
of course, be subject to apportionment procedures, 

Sincerely yours, 
Jos. M. Dopaesr, Director. 

Mr. Wiuser. I have just one other comment. This reduction 
from the original $19 million down to the Budget Bureau allowance of 
$7,655,000, while encompassing very definite results of a closer re- 
view, also involves the elimination of certain complete projects, the 
principal officers’ residences, for which we had originally planned 8 
at a cost of $1,188,000, and ‘the America houses, the America house 
program in support of the German public affairs program, where we 
had contemplated constructing 6 America houses, at a cost of $3,115,- 
000, were completely eliminated by the Bureau of the Budget. 
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Therefore, the comparison, to be completely comparable, ought 
to be against the $14,697,000 as originally contemplated, down to 
$7,655,000. 

Also, you will notice that the number of housing units for staff 
housing has been substantially reduced, based upon our better con- 
templations of the staff that we will have in the field in 1957. 

Mr. Brownson. At this point in the record I would like to ask 
unanimous consent to include the chart entitled “Department of 
State, Bureau of German Affairs, Consular and America House Per- 
sonnel by City,” giving the D sri sensig on duty in the Consular and 
America House program in Germany in 1953, 1954 and contemplated 
in 1957, together with a second ane entitled ‘Predicated on 1957 
American E mene Level at Consular Cities in Germany There Is 
Shown Below the Number of E weares Number to be Housed and 
Number of Units.”’ 

Without objection, so ordered 

(The charts referred to follow.) 





Consular and America house personnel, by cut 

AT A meri 1954 A 957 tal 

i iO 

ca in 

137 1,318 1,455 128 1, 22 1, 354 102 981 1,083 
3 221 254 0 201 230 24 160 184 
4? 158 200 40) 130 170 32 104 136 
164 1, 328 1, 492 129 1, 032 1, 161 103 826 929 
51 255 306 51 25 S06) 41 204 245 
148 1, 317 1, 465 13 1,170 1, 300 104 936 1, 040 

450 504 51 425 47 41 340 381 
Tota oa 629 5, 047 9, 676 559 4,438 1, 997 447 3, 551 3, 998 


Predicated on 1957 American employee level at consular cities in Germany, 
there is shown below the number of employees, number to be housed, and number 
of units: 


Number of Number to Number of 
employees be housed units 
Berlin ) 
Bremen 24 18 17 
Dusseldorf 32 24 21 
Frankfort QQ 
Hamburg 41 30 25 
Munict 104 78 69 
Stuttgart 41 30 | 25 
Total 242 180 157 
1 102 employees continue in requisitioned housing space. 
2 103 employees accommodated in Frankfort housing already built. 


Mr. Brownson. The personnel enumerated on the first chart are 
personnel of the consular and America house program, is that correct? 

Mr. Wiser. Yes, sir; and also the public affairs staff, Mr. Chair- 
man. 

Mr. Brownson. Would you like to comment about the distine- 
tion between that chart prepared in the Department of State, and 
this other chart which indicates that it is predicated on the 1957 
American employee level at consular cities in Germany. This chart 
indicates the number of employees, the number to be housed and the 
number of housing units? 
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Mr. Witser. Mr. Chairman, | believe Mr. Kerrigan is more 
familiar with the detail of that chart than I am. 

Mr. Brownson. I will be happy to. Since they are inserted in the 
record at this point, | would like to have an explanation of the charts. 


TESTIMONY OF EDWARD J. KERRIGAN, DEPUTY DIRECTOR OF 
FOREIGN BUILDINGS OPERATIONS 


Mr. Kerrigan. The first chart—Budget Revisions Consular/Amer- 
ica House program, Germany—shows the 1953 complements in 
Americans and locals, the 1954 and 1957 complement. 

The second chart picks up the complement of Americans in 1957 
and shows that the program in terms of the number of people to be 
housed is 75 percent of the contemplated American staff in 1957, 
showing 180 people to be housed, and also that shows the number of 
units, apartment units, which are to be built, numbering 157. 

The second chart also shows that the employees in Berlin will 
continue to occupy requisitioned housing space since that is not cov- 
ered by the contractuals and the contemplated employees in Frank- 
furt will be accommodated by housing that has already been built. 

Mr. Brownson. If you will proceed, Mr. Wilber. 

Mr. Wixser. Fine. I believe it would be helpful if Mr. King could 
delve into the statistical records. 

With your permission, I would like to reemphasize the importance 
of this program to the Department’s foreign policy objectives. 
Originally it was determined under the contractual arrangement and 
also agreed to, I believe, as part of that agreement, that this Govern- 
ment would release all requisitioned spaces and housing by October 1 
of this year, or as soon thereafter as possible, I believe, is the expression 
in the agreement. 

It now appears obvious that the time is working against us and 
while the contractuals may not be fully ratified by October 1, it is 
still of paramount importance in living up to our agreement under 
the contractual arrangement that we proceed as promptly as we can 
secure the approval of Congress with the construction of the necessary 
housing. 

As you know, there is a very serious shortage of housing in Germany. 
It is doubtful whether or not we will be able to secure sufficient 
privately leased quarters for both the employees and the consular 
officers. Even if we were able to so do, it would be at excessive in- 
flationary rates and we are trying to avoid those excessive rentals in 
proceeding as promptly as we can with that project. 

Mr. Brownson. As I understood it, the Department is very 
anxious that this program be included at the present time so that the 
counterpart funds in the form of deutschemarks may be utilized for 
the completion of this program. Is that still right? 

Mr. Wiuzer. Not exactly, because the Bureau of the Budget in- 
creased our 1954 dollar estimate so that we may procure the foreign 
credit with dollars. There are sufficient foreign credits available in 
various forms which will be available to us if the appropriation is 
approved. 

Mr. Brownson. Thank you very much. 


Do any of the members have any questions? Mr. Meader? 
Mr. Meaper. No. 
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Mr. Brownson. Mrs. St. George? 

Mrs. Sr. GeorGe. No. 

Mr. Brownson. Mr. Poff? 

Mr. Porr. No. 

Mr. Brownson. Mr. Dodd? 

Mr. Dopp. No. 

Mr. Brownson. Thank you very much, Mr. Wilber. 

Now we will ask Mr. Leland W. King, Director of Foreign Buildings 
Operations, Department of State, to take the stand. 


TESTIMONY OF LELAND W. KING, DIRECTOR, FOREIGN BUILD- 
INGS OPERATIONS, DEPARTMENT OF STATE 


Mr. Kine. Mr. Chairman, it might be of interest to the committee 
if I traced the methods that were followed subsequent to the Miller 
subcommittee hearings in the treatment of these projects and the 
budget figures arrived at as they proceeded from the Miller com- 
mittee hearings to the Bureau of the Budget. 

Following the first hearing by the subcommittee, Undersecretary 
Donold B. Lourie wrote the subcommittee under date of March 11, 
setting forth the first attempt of the State Department to effect 
reductions and to implement them in accordance with the testimony 
given before that committee. The reductions were five in number 
and quite brief. I will summarize them by saying that the largest 
single reduction occurred by a 25 percent cut in the unit construction 
cost. 

Secondly, by reduction in 30 apartment units, including the furnish- 
ings. 

Thirdly, by a general cut across the board in the office building 
construction of 5 percent. 

Next, by a cut of 20 percent in the cost of the residences for the 
ranking officer, the consul generals at each post. 

Finally, by an across the board cut of 5 percent in the America 
Housing buildings. 

That resulted in a reduction in the earlier $19 million program of 
$2,475,580. And, as I say, it was predicated or reflected in the 
testimony given before the committee on intended cuts. 

Subsequent to that time, and before proceeding to the Bureau of 
the Budget, as requested by the committee, we went into a very, very 
detailed analysis of each project and the whole program. And vol- 
untarily, before going to the Bureau of the Budget, we made an addi- 
tional cut of $3,192,962. That cut was occasioned primarily by a 
reduction in the number of apartment units to be built from 245 to 
157, and a further cut in the principal officers’ residences. 

As Mr. Wilber has explained, the cut in the apartments was pre- 
dicated arbitrarily on an assumption of the 1957 complement. This 
was further reduced by 25 percent on the assumption that the differ- 
ence could be made up in leased quarters. That assumption entailed 
certain calculated risks in the case of Germany. 

Mr. Brownson. Are those leased quarters you mention to be 
provided for the members of the establishment having representational 
functions? Is that the idea? 

Mr. Kine. Generally speaking, sir. I wouldn’t say that 25 percent 
of the employees at a given post would have representational responsi- 
bilities. 
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Mr. Brownson. If you break it down into a consular setup, 
wouldn’t there be a larger proportion? That is the level where you 
have the heads of the various functions for that given city; isn’t it? 

Mr. Kine. Yes, sir. The figures which we developed for the 
Bureau also reflected advance indication from the Bureau that we 
would be subject to new standards for American personnel housing 
that the Bureau was developing in conjunction with the Housing 
and Home Finance Agency. Those standards have not yet been 
published and the information we had was of a purely preliminary and 
general nature. 

Confining my testimony at this point to staff housing, the Bureau, 
after analyzing our budget estimate for 157 units of $3,733,115, 
reduced that amount by $448,115, or a reduction in the State Depart- 
ment request of 12 percent. That cut may be ascribed almost entirely 
to a closer alinement of the housing plan for Germany to the standards 
of the Bureau, evolved with the Housing and Home Finance Agency. 

Mr. Brownson. What did that do to the square footage of the 
apartments? 

Mr. Kina. It reduced the average apartment size in the case of 
the ( yerman program to 908 square feet. That is, the average of the 
1-, 2-, and 3-bedroom units. 

The average in the United States is approximately 840. 

Mr. Brownson. Is that 908 square feet per person or per apart- 
ment? 

Mr. Kina. That is per apartment. The figure of 908 allowed for 
this program by the Bureau included some recognition of the need 
for larger storage fac ilities and a slight increase in the apartment size. 

T hey also applied a 2 25 percent across the board cut in our estimates 
in consequence of their determination of the difference in cost between 
the United States and German construction. 

Mr. Brownson. Isn’t that about the same cost differential to which 
you testified when you were here before? 

Mr. Kine. We had testified at 20 percent. 

Mr. Brownson. You testified that 80 percent represented the 
German construction cost as contrasted with 100 percent for the United 
States cost of construction. 

Mr. Kina. Yes, sir. They accepted the number of units without 
change at 157. Their estimates were arrived at by a combination 
of construction costs, based on the data of construction costs in the 
Washington area and the figures which we had presented to the Bureau. 

Mr. Brownson. One other detail on the apartment house project, 
if you please. You give the average size Washington apartment as 
840 square feet. I had that as 810. Is my figure wrong? 

Mr. Kina. Let me refer to my papers, Mr. Chairman. I can give 
you that figure exactly—810 is correct. 

Mr. Brownson. 810 is correct? 

Mr. Kina. Yes, sir; I am sorry. 

Mr. Brownson. In connection with the apartment house buildings, 
did they eliminate all of the maids’ rooms? 

Mr. Kine. That was handled by the Bureau by adding to a base 
figure of 825, a flat 10-percent increase for what they call undis- 
tributed space, fuel storage, in the case of Germany, coke, a condition 
which is not present in this country in most deve ‘lopme nts; also, the 
storage of personal property effects and some increase in the size of 
the apartment if the Department feels it necessary. 
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That amounts to 83 square feet and would include all increases 
over the bare 810 feet plus 15 square feet, characterizing low-cost 
housing in the Washington area. 

Mr. Brownson. Is the architectural design for these buildings 
prescribed or are you left to exercise a degree of latitude? 

Mr. Kine. There is nothing in the budget calculations or in their 
letter of transmittal regulating the architectural styling. 

However, by virtue of cost ceilings and square-foot ceilings, a 
very pronounced effect on the architectural planning and detail is 
accomplished. 

The consular office buildings incurred a cut of $1,620,723 to a round 
figure of $4 million for 7 installations. This is a cut of 29 percent, 
Mr. Chairman, and follows very closely the actual reduction in 
personnel in consequence of the general economy program. 

The other two items making up the Bureau of the Budget cut of 
over $5,500,000 are the total elimination of the houses for the ranking 
officers, of which there were 8 programed, and the complete elimina- 
tion of the America housing buildings 

In other words, of the total cut of $5,676,458, approximately $4 
million represents the total elimination of the two items I have just 
mentioned. 

To summarize, the original program set up by HICOG in 1951 of 
$19 million has been progressively reduced, first in direct consequence 
of the Miller subcommittee hearings by $2,475,580, by subsequent 
re-analysis of the Department by $3,192,962, and finally by the Bureau 
of the Budget by a reduction of $5,676,458 

Mr. Brownson. I notice an amount in your chart which indicates 
$370,000 for sites and fees on pr rects eliminated Part of that is no 
doubt reclaimable. 

Mr. Kine. The sites will be entirely reclaimable and, although |] 


wouldn’t wish to make this as a firm statement, I rather expect incre- 
ments of value in the resale. The only loss that will be sustained, if 


in fact a net loss is sustained, will occur in technical fees and miscel- 
laneous expenses incurred in our office in Bonn. They are immaterial 
in terms of the total saviogs achieved and in terms of the total program. 

Mr. Brownson. In the new apartment-type housing construction, 
are you following generally that low-cost multiple housing plan being 
worked out by the Bureau of the B idget and the Hon sing and Home 
Finance Agency? 

Mr. Kina. Only as to the cost and area. They have not yet dis- 
tributed or developed any actual standard module of an apartment. 


In our case it would have to be adapted to the zoning in German 


municipalities, by the difference in techniques and so forth. 

Mir. Brownson. \Y r experience in this particular project may 
be of sor value to the } appraising the ultimate multiple-housing 

I 

Mr. Kine. Yes, sir; and of great value to our worldwide operations 
n tl type of housing 

\ BROWNSO Do \ Lhave any questions, Mir. Meader? 

Mir Mi ADER No questions 


AY Br IWNSON Mr Dodd? 
Mr. Dopp. I wanted to ask Mr. King this question; apparently 
you succeeded in making a substantial reduction in cost in this 


projec t? 
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Mr. Kina. Yes, sir. 

Mr. Dopp. Have we lost anything that you feel we should have 
in this program? 

Mr. Kine. Mr. Dodd, I think that can be best answered by saying 
that the inflationary, apparent inflationary, costs of the original 
program were occasioned by providing a comprehensive coverage 
for all classes of our personnel, and that has been completely elimi- 
nated now. What we have lost is housing for our upper echelon staff. 
They will have to go on the market for their housing. This program 
is based on low-cost housing for the lower income group and, of course, 
we have cut back the number of units by a further 25 percent, pre .di- 
cated on the 1957 complement estimate. 

Mr. Dopp. What I am getting at is this: If the Miller subcommittee 
and the Brownson subcommittee had not gone into this thing, appar- 
ently this would have cost us about $19 million. 

Mr. Kine. I think it would certainly have cost more than the 
figures before this committee now, but I would like to say that in 
testifying before the committee originally, I introduced evidence that 
I had already taken very grave exceptions to the direction that the 
program was taking, but I do not think that the economies I sought 
would have equalled these. 

Mr. Dopp. It is fine that we have gotten this down. I am sure 
we all agree with that. It seems to me it is important that we find 
out, if we can, how these things happen, why the Department itself 


didn’t cut this without congressional activitv. Maybe that is diffi- 
cult to answer, but I think it is important in the record. Congressional 
committees cannot know about everything. But I am wondering 


how we might make certain, not only as to your Department, but 
others, that this attitude be maintained. It is rather important that 
we reduce our expenses. Do you have any suggestions about that? 

Mr. Kina. Well, I can assure this committee categorically, as far 
as my office is concerned, the standards which have been evolved by 
this series of hearings, and by review of the Bureau of the Budget, 
will be applied uniformly in our program. I think governmentwide 
the same economies will be applied by Bureau of the Budget directives 
which will place absolute limits on housing costs. 

Mr. Dopp. To make it specific, do you know of any situation in the 
Department that still needs attention, anything that creates this 
kind of an excessive expense that can be reduced? Is there anything 
you can recommend to us that we might do? It is probably sympto- 
matic of a much more general situation, don’t you think? 

Mr. Kina. I think I could only address myself to my own operation 
and I have issued instructions to every field office to acquaint them- 
selves with every word of these hearings and with the ultimate out- 
come of these hearings, and the design standards which I have enun- 
ciated this morning have been placed into the record for them in the 
future and to apply wherever possible these recommendations. Ac- 
tually, there is very little apartment-house construction underway. I 
can think of only one, in Tokyo, Japan. 

Mr. Brownson. Do you have anything further, Mr. Dodd? 

Mr. Dopp. No, thank you, Mr. Chairman. 

Mr. Brownson. Mrs. St. George? 

Mrs. Sr. GreorGe. In regard to this housing in Berlin and Frank- 
furt, we have 102 employees in Berlin, I see, in requisitioned housing. 
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Are we going to eventually have to face the possibility of putting them 
in permanent housing? 

Mr. Kryc. May I direct your question to Mr. Hefner, because 
Berlin occupies a very particular situation? 

Mrs. St. Grorae. Yes. 


TESTIMONY OF FRANK HEFNER, EXECUTIVE DIRECTOR, BUREAU 
OF GERMAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Herner. The contractual agreements do not apply to Berlin. 

Mrs. St. GeorGce. How about Frankfurt? 

Mr. Herner. In Frankfurt, the housing project was built in 1951. 
That is still in the name of the United States Government and our 
employees will continue to be housed there. 

Mr. Brownson. Do you have any questions, Mr. Poff? 

Mr. Porr. I understand thet the America house program is going 
to be suspended pending the report of the President’s committee, 
headed by Mr. Jackson, but I would like to call attention to the 
recommendation of the Miller subcommittee report with respect to 
certain restrictive covenants in the leases between the cities and the 
Government, particularly that stipulation which gives the houses 
to the city upon its completion without any payment by the city, 
and that stipulation which allows the city, upon 30 or 60 days’ notice, 
to sell the land. I believe our subcommittee recommended that those 
restrictive conditions be eliminated from those leases. 

Mr. Kina. I can report that those restrictive covenants have been 
already eliminated. 

Mr. Porr. Was that in response to the recommendation of the 
Miller subcommittee? 

Mr. King. Well, I must answer that frankly by saying that it 
was accelerated, but it was not the primary cause for this reason, the 
leases had just arrived in Washington from the field for review by 
my legal staff and the Department’s legal staff, and we had already 


picked up those onerous conditions. There were 3 or 4 of those. 
Mr. Porr. Frankfurt? 
Mr. Kine. Frankfurt was one. But in consequence of the hearings, 


the whole matter was again reviewed very carefully and additional 
restrictive clauses were eased. 

Mr. Brownson. Is it true that these revised apartment-type houses 
will be used only for lower staff members? 

Mr. Kine. I think the answer to that, Mr. Chairman, would 
depend entirely on whether our projection of the 1957 complement is 
accurate. We have taken 75 percent of that, and if our 75 percent 
proves to be 100 percent, then we will put whatever Americans are 
at the post in that housing, perforce whether the apartments are 
adequate or not. 

Mr. Brownson. In other words, the reduction of the scale of the 
housing has not ruled it out as being inadequate for any category of 
personnel? 

Mr. Kina. It has very severely reduced it, and in the case of the 
consul generals, the public affairs officers, and the highest ranking, 
people, | would not consider these apartments adequate at all. 

Mr. Brownson. Of course, the consul general was not going to 
live in the apartments anyway. 
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Mr. Kine. That is right. 

Mr. Brownson. In the case of the publie affairs officer, would he 
originally have been housed in these apartments? 

Mr. Kina. Yes, sir; that was the intent. 

Mr. Brownson. And do vou think this will reduce the size of the 
apartments to a point where the public affairs officer should have 
separate housing? 

Mr. Kina. I think I would say ves to that. 

Mr. Brownson. How many other people are there in a typical 
consular setup to whom that situation would apply? 

Mr. Kina. Having bona fide representational responsibilities? 

Mr. Brownson. I refer to people who would have been adequately 
housed in the program as originally planned but who will not now 
be adequately housed. I mean those who, because of their representa- 
tional responsibilities, should be given housing outside of the apart- 
ment. 

Mr. Kina. Everyone except the consul general. The ranking 
officer of the post was included and the apartment is considered 
entirely adequate. Unfortunately, the tail was wagging the dog. 
There were too many oversize apartments for a larger percentage of 
the staff. That is the real story behind the entire costing. 

Mr. Brownson. Do you feel that in these revised apartment units 
we can house eve ry body except the consul general? 

Mr. Kina. Yes, sir: and adequately. 

Mr. Brownson. And adequately? 

Mr. Kina. Yes, sir. 

Mr. Brownson. Are these apartments to be furnished? 

Mr. Kina. Yes, sir. 

Mr. Brownson. We were talking about the maids’ rooms and we 
came out with a square footage of 83 square feet per apartment, which 
is bulked together for storage, coke, and other purposes. Does that 
mean that there will still be some maids’ rooms available? 

Mr. Kine. The intention is to provide some manner of servants 
quarters for every second apartment. That means doubling up, which 
I am sure will be the case in most of these apartments, because they 
do provide quarters for the servants. That is a normal condition 
throughout German life. 

Mr. Brownson. Actually what will happen is that the maids from 
two apartments will live in one of the apartments. 

Mr. Kina. Yes, sir; or live out, but the economy of Germany in 
terms of housing today is such that it may be difficult to get a maid 
who doesn’t have a room to go to. I think the density figure for 
Germany today is 2.2 persons per room. 

Mr. Brownson. These apartments are being built on the basis of 
$9,450 per unit; is that correct? That is the United States standard, 
$9 450? 

Mr. Kine. The United States standard is $12,600. A reduction of 

percent—I think Mr. Kennelly worked these figures out—would 
come to $9,450. There are other costs which may or may not be 
attributable to the apartments, according to the statistics you are 
working up, such as landscaping, power connections, off-street parking 
required by zoning requirements, and so forth, which the Bureau has 
allowed for. There are other miscellaneous costs peculiar to the 
German program which they have given some recognition to. 
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Mr. Brownson. Are these apartments going to be furnished by and 
large with German-manufactured furniture and furnishings? 

Mr. Kina. I think so, under the conditions that we will use deutsche- 
marks. That will be by far the most economical method, and in 
view of the general feeling that these counterpart and other blocked 
credits should be spent first, even though the appropriation is a dollar 
one and the dollars will revert to the Treasury, and that would mean, 
of course, that we would have to buy our furnishings on the German 
market. 

Mr. Brownson. You baven’t any contracts. 

Mr. Kina. No. Only two construction contracts have been awarded 
on this entire program 

Mr. Brownson. Do you have any questions, Mr. Kennelly? 

Mr. Kennetiy. Yes. Mr. King, originally this program was to be 
financed by using the prisoner-of-war funds available in Germany to 
the United States High Commissioner. The Miller subcommittee 
queried whether or not there would be a surplus in those prisoner-of- 
war funds and asked the Army to make a check to determine whether 
or not a surplus actually existed which could be used for this purpose. 

Would you please explain what the status is of that check being 
made by the Army, and also for the record give us a little indication 
as to how this program will now be financed? 

Mr. Kina. The Army was queried on the subject of whether an 
actual surplus existed, in their opinion. As I understand it, no 
answer has yet been received from the Army on that. The Bureau 
of the Budget also attempted to secure a definitive statement from 
them. I expect such a statement in due course. It is my under- 
standing now, subject to appropriations by the Congress for this 
program in dollars, that those dollars will be used to purchase deutsche- 
marks available to the Treasury from any number of sources, not 
prisoner-of-war funds particularly or at all, for that matter, but other 
very large deutschemarks assets which will be available to the Treasury 
on July 1, which are in fact available today. 

Mr. Kenneviy. Perhaps Mr. Wilber could explain the mechanics 
by which those funds will be received, the appropriation under which 
it is being asked and so forth. 

Mr. Witper. The normal procedure is for us to ask the Treasury 
to procure for us the counterpart or foreign credit funds for a particular 
purpose. ‘They secure them, earmark them for us and we deposit 
with them a dollar check which goes into the miscellaneous receipts 
of the Treasury. 

Mr. Kennewuy. I understand that you now have the authorization 
of the Bureau of the Budget to seek a specific appropriation this year 
in the amount of $5,348,000 for fiscal year 1954, which, put together 
with the $2,307,000 equivalent which it is estimated will be used by 
State during the fiscal vear 1953, would give you the total allowance of 
$7,655,000. 

Mr. Wiiper. That is correct. 

Mr. Kenne ry. I further understand that this will be accomplished 
by the addition of certain language suggested by the Bureau of the 
Budget if the Congress so agrees in the appropriation under the 
heading of “Government in occupied areas,” which will authorize a 
transfer of those moneys to the appropriation for the “Acquisition of 
buildings abroad.” 
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Mr. Wiser. That is correct. 

Mr. Kennetiy. May I ask you this final question: In this appro- 
priation for ‘‘Acquisition of buildings abroad,’’ you would be acting 
under the authority of the Foreign Service Buildings Act of 1926, as 
amended? 

Mr. WitsBer. That is correct. 

Mr. Brownson. I have just one final question in connection with 
the actual operation of the construction. When this project is finally 
approved, will it be constructed under the close supervision of foreign 
buildings operations, or will it be turned over to the High Commis- 
sioner of Germany personnel for supervision? 

Mr. Kine. It will be entirely supervised by foreign buildings 
operations. 

Mr. Brownson. Thank you very much. I want to thank all of 
the witnesses for coming here today and for the cooperative attitude 
which has made these reductions to the budget request possible. It 
is very refreshing on the part of committees of Congress to find such 
cooperation in the executive department. 

The committee will now go into executive session in an attempt to 
reach some conclusions. 

(Thereupon, at 11:29 a. m., the hearing was closed.) 

(The recommendations and conclusions of the subcommittee as 
determined in executive session are as follows:) 


EXHIBIT 1 


HovusgE oF REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C., June 2, 1953 

The International Operations Subcommittee of the Committee on Government 
Operations, meeting in open and executive session today, a quorum being present, 
received testimony concerning the revised German consulate-America House 
construction program of the Department of State and concurred in the following 
conclusions and recommendations: 


CONCLUSIONS 


1. The Bureau of the Budget and the Department of State, reduced the 
permissible expenditures for the program to a maximum of the deutschemark 
equivalent of $7,655,000 for the fiscal years 1953 and 1954 as compared with the 
original estimated expenditure of $19 million programed by the Department of 
State as a result of hearings of the Miller and Brownson subcommittees of the 
House Committee on Government Operations 

2. The effect of this reduction is to eliminate all programing for the construction 
of houses for principal officers and of America houses (information centers) and 
to sharply reduce permissible spending for staff housing and office buildings. 

3. The reduced housing and office-building program is consistent with the 
present plans of the Departn ent of State to decrease its consular and information 
service personnel complement each year until fiscal year 1957 when it is expected 
the number of personnel will have been relatively stabilized. The elimination 
of the America house program for the present is justified in view of the fact 
that the whole information program of the Department of State is now under 
review by the executive branch. 


RECOMMENDATIONS 


1. The subcommittee feels that the reduced program is realistic and sound and 
is prepared to recommend to the Congress that the Department of State appro- 
priation for ‘‘Government in occupied areas’’ for fiscal year 1954 be appropriately 
worded so that the Department can proceed without delay with the program in 
accordance with its modified scope and cost. 








18 GERMAN CONSULATE—AMERICA HOUSE PROGRAM 








2. The subce tee furthe re ends the Department of State 
ntinuously review the program in the light of changing conditions in Germany 
the end that such modifications may be made in the program as necessary to 

provide sufficient housir and office space for concerned personnel with the 
st drain on available United States resources 


Approved: 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
FF THE COMMITTEE ON GOVERNMENT OPERATIONS, 


CuHaARLEs B. BRownson, Chairman, 
Members present: 


Charles B. Brownson. 

George Meader. 

Katharine St. George, 

Thomas J. Dodd 

Richard H. Poff (as member of former Miller subcommittee). 





